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The Arithmetic of Business Values * 


By Josep H. Barser, Counsellor, Boston Chapter 
American Statistical Association 


| ye most of us the depression has been a grim teacher. Enterprisers are 

learning that the essence of trade is profit; executives, that direct action 
is better than remote control; accountants, that a few simple figures give us 
most of the answers; and statisticians, that foresight comes from insight, 
not hindsight. 

After all, essential needs and truths are always simple. It may help a 
little to get some of these simple truths down on paper. 

1. You can’t add excess production to deficient demand without getting 
declining price valuations. 

Two years ago, we began to suspect this. One year ago we began to 
believe it and get production down. Only today, after two years, and after 
prices have fallen one-third, have we believed it, and believed it enough to 
get production down, and down enough. Only in the fourth quarter of 1931 
have we generally balanced current production against current effective de- 
mand and begun to reduce primary stocks on hand. 

2. You can’t subtract 101 cents from $1.00 and have any profit value left. 

A dollar is just a convenient measure of 100 equal parts. These hundred 
parts may be allocated to pay for materials, for labor, for overhead and for 
profit. But we know that the whole can be equal only to the sum of all its 
parts. This age-old axiom has always said “equal to,” and the whole cannot 
be less than the sum of all its parts. If the parts try to exceed the whole, 
something’s going to be missing in the final answer. In business it is net profit 
that is first to go. The net profit portion cannot be retained unless all the 

The object of the publications of the American Management Association is to place before the 


members ideas which it is hoped may prove interesting and informative, but the Association does not 
stand sponsor for views expressed by authors in articles issued in or as its publications. 
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other parts are budgeted to their proper “number of cents” relationship to 
the total. 

3. You can’t multiply the same 25 per cent profit margin against a 33 
per cent lower price level and get the same dollars of income to cover overhead, 

Most managers are surprised, when they inspect the ratio width of their 
current profit margin, to discover that its percentage to sales is practically 
as great as in 1928 and 1929. If their usual profit margin then was 25 per 
cent of sales, and if their margin is still 25 per cent of sales, then their margin 
is as wide now as can be hoped for in the future. Granted that price levels 
have declined roughly one-third, it must necessarily follow that the dollars 
of income for overheads will be reduced one-third. 

In the light of this answer, we must revise our estimates of what can 
be paid for overhead management. The officers and executives who may 
have been associated previously with a 30-million dollar corporation must 
begin to realize that theirs is now a 20-million dollar corporation. And the 
overhead expenditures of the 30-million dollar corporation cannot be sup- 
ported by a 20-million dollar corporation. 

In the face of this revised valuation for overhead allowances there must 
be a definite readjustment of corporation overheads. Either (1) the indi- 
vidual salaries and expenses of the former personnel must be reduced 33 
per cent or (2) the personnel structure must be deflated by 33 per cent through 
eliminations or (3) both individual salaries and the personnel structure must 
be deflated to result in a combined net saving of 33 per cent. 

4. You can’t divide 360 billion dollars of wealth into equal portions of 
a 5-billion dollar cash fund without crashing valuations to 1/72 of their for- 
mer valuations. . 

The country’s wealth itself comprises values. Most of those values are 
represented by sheets of paper—such as mortgages, bonds, stocks and com- 
mercial paper. While the valuations written upon these papers are expressed 
in terms of cash the values themselves are intangible and normally rest upon 
a foundation of confidence. 

In 1929 the country had roughly 360 billion dollars in wealth, as against 
only five billions in cash. Excessive prosperity softened the sinews of con- 
fidence and finally sapped its life blood. At the extremity of easy prosperity, 
confidence was overcome by its arch-enemy—Fear. Fear bred upon the 
decay and waste of prosperity, matured with panic, thrived upon depression. 

When full grown, Fear began to demand its pound of flesh. It wanted 
to see all its rights converted into cash. It demanded that 360 billion dollars 
of wealth become tangibly incarnated in the form of cash. But since there 
is only a 5-billion dollar cash fund, complete liquidation into cash could only 
come about by crashing valuations down to only 1/72 of the former valuations. 

In the stock market Fear has very nearly succeeded in doing just that. 
For many corporations their full outstanding stock now has a quoted value 
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no more than their actual cash. If the same processes continue as: far’ in 
other economic matters, we: would reach the limit of bread at onecent a loaf, 
shoes at 20 cents a pair and coal at 50 cents a ton. 

For all the foregoing, I apologize for preaching platitudes. Let us now 
pass from the general to the specific. Considering ourselves as individuals: we 
regard in a vital way only those things in which we are personally, most. in- 
terested. In business we do consider, and frequently are driven to consider, 
only our own immediate ‘situation. The truth of this is forced) home: to.all 
individual managers during this depression. So we:may now ask: 


What Has the. Individual Manager Learned from Depression? 


Let me digress a little before answering specifically. In most businesses, 
the net working capital equals only three-months sales. This:means that, dur- 
ing a period of stress the working capital may be seriously impaired within 
six months. As a consequence, in a depression a business man is forced to 
look to the immediate future and cannot personally attach very great weight 
to programs that do not promise ‘speedy: results. 

The noted economist Wesley Mitchell has said that “the only normal 
condition of business is a constant state of change.” The individual man- 
ager realizes this fully ; and, as a consequence, he not only watches his: work- 
ing capital with an “eagle eye,” but more particularly he watches the changes 
in his working capital. If he does not set himself up as the perpetual: spy 
upon his working capital position, then he will soon find himself replaced and 
someone else will be watching it for him. 

Finally, since the changes in working capital are all too quickly reflected 
in cash position, an individual’s security depends upon his maintaining a liquid 
supply of cold cash. 

When we surveyed the simple arithmetic of business values in a general 
way, we arrived at ‘he conclusion that, collectively, it is folly to attempt a 
cash realization of our wealth. When we contemplate the question more 
specifically, we are forced to admit that, individually, it is wisdom to make 
our status secure by protecting our cash position. How can we explain the 
apparent paradox ? 

Admittedly, it is not an easy thing to explain in a few words. Yet only 
a sentence or two are necessary to suggest the direction in which we may 
look for an explanation. 

When, collectively, we attempt to reduce all wealth to cash, our motive 
is Fear. Fear aims to put ourselves to work and keep ourselves at) work. 
Fear of not having a job makes us try to hoard money, put it out of work. 

While the same motive of Fear drives the individual business man to 
protect his cash position, the results are distinctly favorable. For, when he 
balances his cash position. against the current cash needs of a going business, 
he is very definitely keeping cash.at.work.in those places where it will do 
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the most good. Such a policy prohibits the continued use of money in those 
places where it is no longer needed and any surplus of cash will ultimately 
flow into new channels of productive employment. 

Such a statement needs no strengthening beyond the solid foundation 
of its own logic. However, I call to my support the comment of Col. Leonard 
P. Ayres, in the December bulletin of the Cleveland Trust Company. He 
says in part: “It seems probable that the bottom of this depression will have 
passed when bank deposits begin to increase and when declines in the volume 
of money in circulation indicate that hoarded funds are flowing back into the 
banks.”+ Concerning likely developments he says that in 1932 “operating 
budgets should be balanced. This means that income should be coaxed up 
and outgo should be pared down, at whatever cost and effort, until the two 
accounts overlap and leave at least a little margin on the credit side.” 


Results of the International Conference on 
Calendar Reform 


By MerepirH N. StiLes* 


ioe question of simplifying the calendar was taken up in October, 1931, 

at an international conference of government delegates at Geneva by 
invitation of the League of Nations. Representatives of forty-one govern- 
ments attended. The United States Government was represented by Dr. 
Charles F. Marvin, Chief of the United States Weather Bureau. 

After a week of discussion the Conference made a recommendation to the 
churches in favor of stabilizing Easter to the first Sunday after the second 
Saturday in April; but as regards the general reform of the calendar, post- 
poned action chiefly because of the disturbed world conditions. The delegates 
felt the time not opportune for immediate application of calendar reform. 

The Conference, however, drew up a survey of the question, including a 
discussion of the proposed plans of simplification ; this was sent to each gov- 
ernment for consideration. This action leaves the question open until 1935, 
the date for the next quadrennial meeting of the General Conference on Com- 
munications and Transit, which is the League organization that has the ques- 
tion in charge. Meanwhile, the League will follow up the movement and meee 
the governments regularly informed of its further progress. 

Although the failure of the Conference to take conclusive action at this time 
was disappointing to some, the fact that calendar reform was for the first time 
officially placed in the lap of the governments for eventual decision is pointed 
to as a step forward when the movement’s progress is taken in perspective. 

“For the first time,” the Conference pointed out in its survey, “public opin- 


* Mr. Stiles attended the Conference as one of the representatives of the National Committee on 
Simplification for the United States. 
1The Cleveland Trust Company Business Bulletin, Vol. 12, No. 12. 
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ion as a whole has begun to be in a position to discuss seriously the advantages 
and drawbacks of the simplification of the Gregorian calendar. It is also for 
the first time that governments in general have been brought to regard the 
simplification of the calendar as a definite question capable of discussion be- 
tween them in the course of official deliberation. The preparatory work and 
the discussions in the Conference, to which the governments. will doubtless 
devote attention, will provide the competent government departments with the 
material necessary for a considered decision.” 

As regards recommending a particular plan of calendar reform, from among 
those submitted by the Preparatory Committee, which had met in June, the 
delegates deferred making a definite choice at this time. Some of the dele- 
gates had been instructed, as was the American delegate, not to commit their 
governments, and were therefore obliged to maintain an officially neutral atti- 
tude. The discussion as to the best plan to adopt was quite free, however, and 
developed a decided sentiment that if the calendar were to be reformed at all, 
it should be a thorough-going reform and correct all of the calendar’s defects. 
The idea of merely equalizing the quarters without making the calendar per- 
petual was dismissed as not worthwhile. The consensus was decidedly in 
favor of adopting a perpetual calendar, that is, a calendar fixing the week 
days to unchanging dates, but the feeling prevailed that owing to certain re- 
ligious opposition to such a calendar, it would be difficult if not impossible to 
introduce it in some countries without a greater demand for it than existed at 
present. The religious opposition referred to was that of leaders of Jewish 
religious bodies and Seventh Day Adventist sect whose representatives ap- 
peared at the Conference and made impassioned pleas for a rejection of a 
perpetual calendar. They said their people were unable to accept the annual 
one day’s interruption of the seventh day sequence of their Saturday Sabbath, 
such as a perpetual calendar would involve, and that as a consequence the 
adoption of such a calendar would be injurious to their religions. 

From the economic and social point of view, discussion of the merits of the 
two plans for a perpetual calendar, the one limited to the equalization of the 
quarters of the year, the other dividing the year into 13 equal months of 28 
days each, developed a decided weight of opinion in favor of the 13-months 
plan as preferable to the limited reform, which fails to remedy the defect of 
fractional weeks. 

Much consideration was given to the use of the 13-period auxiliary calendar 
among business concerns at the present time. This was emphasized in the 
survey which the Conference submitted to Governments. Attention was 
called to the possibility that the 13-period business calendar might be offi- 
cially recognized by Governments as an auxiliary calendar, and that eventually 
its increasing use among commercial and industrial organizations and its em- 
ployment by public authorities would lead the public to a wider recognition of 
the advantages of simplifying the calendar. 
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GENERAL MANAGEMENT 


Twenty-Year Plans 


This article suggests some basic reasons 
why our. industrial civilization faces con- 
stantly recurring and increasingly serious 
conditions of insecurity, and draws certain 
analogies from the well-established pro- 
cesses of organic evolution which appear 
pertinent to the situation now faced by our 
social organization. 

Dean Donham concludes: “The search 
for remedies is more important than the 
search’ for causes, though as in. medical 
science a knowledge of causes will often 
aid. in discovering remedies. Even where 
we have a theoretical understanding of the 
causes of similar situations in the past, 
that understanding in itself may prevent 
action, for always the momentary forces at 
work are obscure and the weighting of the 
elements is. so complex that those who 
should act waste their time in futile dis- 
cussion. Happily the results flowing from 
these complex causes insofar as they crit- 
ically unstabilize society, appear to do so 
in.a few important ways. We must search 
out these ways and devise mechanisms ade- 
quate to counteract their effects. In so do- 
ing liés our opportunity of substituting or- 
ganized intelligence for blind chance in our 
economic world. We must not forget that 
nature is impatient of failure. The past 
is full of the wreckage of species which 
failed to adapt themselves to their chang- 
ing environment.” By W. B. Donham. 
Mechanical Engineering, January, 1932, p. 
9:11. 

Make Your Trade Association Make 
Money—for You 


Naturally business: is» asking. itself, 


that is economically constructive and what 
can it do in the next decade that is both 
economically and socially constructive?” 

Mr. Donald points out that the individual 
trade association, at least in all except ex- 
tractive industries, must anticipate a de- 
gree of competition such as we have never 
before experienced or dreamed. In order 
to preserve the market we must think in 
terms of the needs of the market and we 
must bring our costs'down. It is only safe 
to assume that the price movement will be 
gently downward for a considerable period 
and that there will be no substantial change 
in the Sherman Anti-trust laws. The posi- 
tive program for the trade association for 
the next decade is to help the industry 
lower its costs enough to do business profit- 
ably within the price level at normal val- 
ues. By W. J. Donald. Forbes, Jan. 1, 
1932, p. 19:3. 


The Administration of Commercial 
Budgets 

Among the prerequisites for’ effective 
budgeting are the following: 

1. An adequate: system of general ac- 
counting, including a classification of ac- 
counts which will parallel the budget clas- 
sifications and permit direct comparisons. 
If the business requires a ‘cost system, it 
should be tied up with general accounts; 
2. Adequate internal. control, both in the ac- 
counting sense and as regards the organi- 
zation of. personnel; 3. Proper department- 
alization according to the natural func- 
tions of the business; 4. Sufficient decen- 
tralization in the original preparation of 
budget estimates to insure proper interest 


“What has the trade association been doing:. and responsibility of all who are in a 
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position to influence results; 5. The selec- 
tion of the proper budget period, a most 
important consideration, and one frequently 
neglected; 6...A.: provision for reporting 
monthly, or for some other regular periods, 
the actual results compared with the budget 
estimates; 7. A definite program of execu- 
tive action on the»periodical budget reports 
to insure that everything possible is done 
to correct unfavorable variations from 
budget: estimates. : By C. L. Queen. L. R. 
B. & M. Journal, ‘November, 1931,. p: 3:5. 


Highlights of Budgetary Procedure 


The Assistant Controller, Bausch & 
Lomb Optical Co., offers these suggestions 
to enterprises engaged in budget building 
or revising for 1932: 1. Study your nor- 
mal business growth, using average month- 
ly and secular trends; 2. Forecast general 
economic conditions a year in advance; 3. 
Find the deviation between your business 
and general business conditions; 4. Tem- 
per your growth, if necessary, with general 
business conditions; 5. Use profitgraph to 
determine whether proposed or adjusted 
volume - will’ create -earnings «desired; 6. 
Know your potential market by product, 
district and trading area; 7. Eliminate 
waste in distribution by concentration on 
profitable areas and products; 8. Beat de- 
pression by new. products, by advertising 
and» by increasing your goals in areas 
where potential market is under-absorbed ; 
9. Know your seasonal trend of sales by 
product; 10. Develop sales budget both in 
units and in’ dollars: by class of product, 
by month, district, trading area, branch, 
salesmen, customer; 11. Develop stabilized 
production plan ‘by units, tempered by stock 
condition maintained to keep within sales 
estimates, so that labor may be employed 
constantly throughout the entire year; 12. 
Study capacity absorption. and consequent 
overhead; 13. Forecast inventory increase 
or decrease from month to month on an 
annual basis, at all times attempting to set 
goals. which. will result in an increased 
turnover both of, process and. of finished 
stock ;-..14. Establish . standards of . labor, 
tempered, by- most ‘recent performance; 15. 


Carefully gage:materials; specifications, re- 
quirements and purchases; 16. Control 
overhead in accordance with volume, seg- 
regated between. fixed. charges, staff re- 
quired to maintain organization,  semi- 
variables and variables; 17, Apply selling 
and advertising expenses, as nearly as pos- 
sible, to gross profit available in each class 
of product in order to maintain the pre- 
determined goal of net profit; 18. Break 
down profit and loss statement to, product 
group in order to find and study items -pos- 
sibly causing losses, indicating the :per- 
centage of loss, the percentage contribution 
to total sales and the percentage loss to 
total profit; 19. Prepare ‘cash budget in 
order to make provision of funds to meet 
prospective sales and production programs ; 
20. Provide for methods for checking, for 
flexibility and for revising standards ac- 
cording to performance. By E. S. LaRose. 
Factory and Industrial Management, Jan- 
uary, 1932, p. 30:1. 


The Automotive Industry 


Review of 1931 and outlook for 1932 by 
the Chief Statistician, Chrysler Corpora- 
tion. By John W. Scoville, 18 pages. 


Dr. Seligman Urges New Increment 
Tax 


Should the gains derived from an appre- 
ciation in. capital assets be considered in- 
come or merely, as in England, addition to 
capital? We say it is income. Other coun- 
tries say it is an addition to capital and 
therefore not taxable as income. 

Dr. Seligman presents the various rea- 
sons why the inclusion of capital gains in 
income is to be criticized and shows. the 
practical difficulties which arise therefrom. 
He suggests that it might be better to limit 
taxable income, as all the European coun- 
tries do, to regular and recurring returns 
and to reach capital gains by a separate in- 
crement tax, just as the income from in- 
heritances is everywhere taxed by death 
duties and the income from gifts -by the 
gift tax, except:in the United States. By 
Edwin. R.A. Seligman. The New York 
Times, December 30, 1931. 
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Financial Accounts in Management 
Control 

The financial accounts in the control of 
a business, among other things, indicate 
the trading position of a company, deal- 
ing with all factors with regard to that 
position, such as profit/loss, sales turn- 
over, costs and expenses; and the financial 
position, which deals with the assets, lia- 
bilities and capital, in their true or actual 
sense. 

The trading position may be measured 
by means of trading ratios, relative to the 
individual factors, and the financial posi- 
tion by: the capital ratios, which express 
the relationship of the items in themselves ; 
the turnover ratios, as expressing the capi- 
tal position in relation to the trading posi- 
tion; and lastly, what may be described as 
the relative rate of “Earnings” produced 
by the trading on the capital vested or 
used in the company. The importance 
and meaning of the various management 
ratios which measure the trading) position 
and the financial position are discussed. 
The practical use of some of the ratios is 
illustrated in a ratio study of “X” Com- 
pany Ltd. By B. Biddle. Business Re- 
search and Management Association, Dec. 
10, 1931, 16 pages. 


Is Appreciation Profit? 

Perhaps the time has come to put book- 
keeping technique aside and unite upon the 
proposition that appreciation is neither in- 
come in economics nor profit in business. 
Thereafter all who recognize the basic 
principle can unite in urging the altera- 
tion of present-day balance sheet practices, 
taxation laws, etc., in order that we may 
escape the serious economic disadvantages 
of continuing on the present basis. By 
Fritz Schmidt. The Accounting Review, 
December, 1931, p. 289:5. 


Scope of a Balance Sheet Audit with 
Particular Reference to the Income 
and Surplus Accounts 
A balance sheet audit, as its name im- 
plies, comprises the verification of the fi- 


nancial condition of a business at a parti: 
cular date. While it is not necessary to 
verify the income or surplus accounts in 
the sense that transactions appearing there- 
in must be vouched, it is well to make a 
general review of these accounts. Al- 
though the surplus account is an intangi- 
ble account, it may be the means of con- 
cealment of assets or liabilities which 
should appear on the balance sheet. 
Whether or not the audit certificate cov- 
ers the income account, it would appear 
desirable, therefore, to supplement the ex- 
amination of the various asset and liability 
accounts of which a balance sheet audit 
primarily consists by at least a review of 
the operating accounts and comparisons as 
between months and years with a satisfac- 
tory accounting for major fluctuations. 
Non-operating income and expense items 
should be analyzed in detail to determine 
their origin. By F. M. Breslin. L. R. B. 
& M. Journal, November, 1931, p. 6:3. 


Cutting the Cost of Bank Loans 

Financial managers of business concerns 
are continually faced with the problem of 
how to reduce the cost of borrowing cur- 
rent funds. This study of short-term 
interest rates in the United States is de- 
signed to be of assistance to these execu- 
tives in determining where they may 
borrow at the lowest cost and at what 
times. Trends in commercial loan rates 
and in warehouse receipt collateral loan 
rates are analyzed. By Jefferson Ward 
Keener. Studies in Business Administra- 
tion, School of Commerce and Admin- 
istration, University of Chicago, Vol. II, 
No. 2, 56 pages. 


Dividend Cuts and Surpluses 


The question has been raised why com- 
panies which report a large accumulated 
surplus should not now draw on accumu- 
lations of prosperous years, in order to 
maintain the existing dividend rate in a 
period of fall of earnings. A surplus ac- 
count may be carried by a company in 
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one or more of three ways: the surplus 
may be kept in cash, that is, on deposit 
in bank; it may be invested in new plant; 
it may be invested in securities of other 
companies. 

Those companies which have kept an 
exceptionally large part of their surplus 
fund in cash are able to maintain a divi- 
dent rate which is not earned, and many 
of them have done so. Those companies 
which have invested their surplus in new 
plant could only convert such surplus into 
cash by borrowing, using the plant as col- 


Insurance 


The Use of Chemical Extinguishers on 
Incipient Industrial Fires 
Compared with conditions fifty years ago 
fires today even in free burning materials 
are apt to assume much greater proportions 
because of the centralization of industry in 
larger units. In addition we also have in- 
creasing risks from use of gasoline and oil, 
pyroxylin plastics, chemical solvents, fin- 
ishing materials, and widespread applica- 
tion of electricity. As a result of these 
changes water is no longer considered an 
adequate extinguishing agent, in fact, there 
are certain types of fires which are greatly 
intensified and increased by water. Con- 
sequently other agents have been developed 
to cool burning material below its kindling 
point or to exclude the oxygen of the air 
from contact with the burning substance. 
The extinguishing agents designed to 
meet new requirements are analyzed sepa- 
rately and relative advantages of each in 
fighting the four classes of fires are listed. 
Carbon tetrachloride, soda and acid, foam, 
and carbon dioxide are included in this 
analysis. Procedure to be followed in ex- 
tinguishing ignited carbon bisulphide, alco- 
hol, pyroxylin plastics and lacquer, tar and 
pitch, metal dust, and calcium carbide is 
also outlined in detail. By C. B. White. 
Indemnity, October, 1931, p. 9:16. 


lateral. Under the present circumstances 
such a procedure might be highly unfav- 
orable. To convert similarly a part of 
the surplus invested in securities would 
require either sale of the requisite amount 
of such securities, or the raising of money 
on them at the banks. The recent un- 
favorable market prices for such securi- 
ties render their sale to raise cash for 
dividend payments an exceedingly unwise 
and wasteful policy; and their use as col- 
lateral for loans is as injudicious as bor- 
rowing on plant would be. The New 
York Times, Jan. 15, 1932. 


Reductions in Fire Policy Values 

The recent drop in building replacement 
costs warrants a review of the basis for 
computing policy values. On a strict labor 
and material basis, figuring labor costs at 
prevailing wage scales and assuming labor 
efficiency the same as under normal con- 
ditions, the cost of standard brick mill 
construction has decreased 15 per cent since 
1929. There has been no general reduc- 
tion in machinery. Here it will be neces- 
sary to evaluate each class specifically. 
Smith Insurance Service Bulletin, No- 
vember, 1931. 


Standard Oil Group Life and Annuity 
Plan 


All records for size of group insurance 
transactions have been broken by the 
group life and annuity insurance plan of 
the Standard Oil Company of New Jer- 
sey and twenty-eight affiliated companies 
which became effective January 1, 1932. 
Under it an employee is entitled to one 
per cent annuity for each year of service 
after this date, with a maximum of 37% 
per cent to be paid by the company re- 
gardless of whether he himself contributes. 
The annuity can be increased to two per 
cent for each year of service by employee 
contributions of three to five per cent of 
current earnings. 

When the service period reaches 35 
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years; ‘retirement!at:age 60 (women at 50) 
is permitted... After 20 years of contribu- 
tory service, am employee has a vested 
right, for he may leave the»company prior 
to age’65 with the option of taking a de- 
ferred life annuity, starting when he be- 
comes 65; .The contributory feature is in 
effect an organized savings plan.with com- 
pound ‘interest: at not less than three per 
cent: assured, the company matching the 
contributions practically dollar for dollar 
in case «the contributions are used to pro- 
vide: for: old age. The Weekly Under- 
writer and The Insurance Press, Dec. 26, 
1931, p. 1349:1. 
t 
Need for Use and Occupancy Insurance 
During the Depression 
A consideration of ‘the’ merits of use 
and: occupancy coverage at a time when 
some companies might be inclined to re- 
gard‘it as unnecessary. True, conditions 
sometimes do not warrant this type of 
protection..but. frequently there is little or 
no logic for such objections as business is 
too: poor, not subject to interruption by 
fire,.damage cam be repaired quickly, cus- 
tomers. would .wait until. business has re- 
sumed,..other: stores.or plants available, 
etc... By Howard Campbell. The Weekly 
Underwriter and The Insurance. Press, 
Dec. 5, 1931—p. 1176:3; Dee: 12—p. 
1249:1; Dec. 19—p. 1297:1. 


Shippers’ Draft Bond 
A. new form of protection known as 
the shippers’ draft bond hasbeen developed 
to protect the shipper whose collection 
proceeds. from bill of. lading drafts are 
lost. or. delayed..as a result of bank fail- 
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ures. The bond guarantees to the vendor 
the complete payment of funds. deposited 
by the assignee of the shipment in local 
banks that later fail to remit because of 
insolvency or temporary or permanent sus- 
pension of general payments. Coverage in- 
cludes demand drafts, arrival drafts, sight 
drafts, trade acceptance drafts, etc. 

A rate of 50 cents per $1,000 of drafts 
is charged monthly and an annual deposit 
premium of $100 is required, the latter re- 
funded, however, if monthly charges dur- 
ing the year exceed this amount. The 
Insurance Field—( Fire, Marine and Cas- 
ualty Edition), Dec. 17, 1931, p. 7. 


Casualty Insurance for Gas and Electric 
Utilities 

A brief manual for the buyers of insur- 
ance prepared by insurance committees of 
the American Gas Association and the Na- 
tional Electric Light Association. Many 
of the insurance problems discussed are 
common to other industries. This type of 
coverage is treated as affording indemnity 
against: 1. Direct loss or damage to prop- 
erty; 2.. Liability for claims for death or 
personal. injury ; 3. Damage to property. of 
others, resulting from. accidents or casu- 
alties. 

The principal policy forms protecting the 
assured against legal liability, including 
workmen’s compensation, public liability 
and property damage, automobile liability, 
elevator public liability and production 
liability are listed and commented upon 
briefly.. A bibliography on casualty insur- 
ance concludes the report. Report of the 
National... Electric. Light’ Association, 
No. 21, December,. 1931, 11 pages. 


Organization: Job Analysis, Employment, Pay, Tests 


This Company Centralized Its 
Correspondence 
The.. Puget. Sound: Power and. Light 
Company has definitely discarded: the pri- 
vate: secretary. As a result six girls now 


do more work: than:ten did ‘under the old 
plan. 

All ‘correspondence is controlled through 
a central bureau. In a similar manner all 
filing is done’ in the ‘central bureau in ac- 
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cordance with a regular system so that 
correspondence and other documents are 
available to anyone in the organization at 
a moment’s notice. In the filing room is a 
diagram of the system of filing with an 
index of subject matter and location. This 
not only controls the method of filing but 
it permits “anyone to’ find any particular 
correspondence’ by merely referring to the 
diagram ‘and index. 

Another inttovation of this company rele- 
vant to handling correspondence is its in- 
terchange among executive offices. A 
“correspondence tag” is attached to every 
letter -written: By means of this tag the 


copy is routed to different executives in- 
terested. By Mandus E. Bridston: The 
Office Economist, January, 1932, p. 6:2. 


If I Were a Bank President 


In the last of a series of articles the 
author says that if he were a bank presi- 
dent he would give every employee a 
booklet defining standard procedures which 
would be called “Approved Procedures in 
the . . . Bank.” Six main topics would 
be covered: accuracy; speed; promptness; 
courtesy; cooperation; sales attitude. By 
R. E. Porter. The Bankers Monthiy, Jan- 
uary, 1932, p. 17:2. 


Space: Location, Equipment, Arrangement 


Fireproof Buildings 

Strictly speaking the word “fireproof” as 
applied to buildings is a misnomer because 
only by careful construction can they be 
made fire resistive. The essential features 
to be noted in designing a building of this 
kind are protection of steel and iron work, 
floor openings, exterior openings and avoid- 
ance of wood trim and finish. Details re- 
garding materials and methods of con- 
struction .of each one of these features are 
discussed. By Charles C. Dominge. . The 
Spectator, December 3, 1931, p. 8:3. 


Standard Rent in Our Own Building 


When the Jewel Tea Company moved 
from a large rented factory building lo 
cated in the manufacturing. district of Chi- 
cago to a new structure, built to suit the 
company’s needs, the management found 
it necessary to work out a plan to distri- 
bute the building operating cost and to 
charge it as rent on a ‘standard basis to 
the various departments operating within 
the building. The plan. which was finally 
adopted has now been operating for almost 
a year and has resulted in lower and con- 
trolled costs. By H: H. Curnutt. N. A. 


C. A. Bulletin; Dec. 15, 1931, Section IT, 
p. 542:4. 


Records: Forms, Charts, Cards, Files, Statistics 


Payroll on Cards: Cuts Cost, Bars 
Error 

The Cincinnati Planer Company has de- 
vised its clock-card in the form: of a ‘tabu- 
lating. card . (illustrated). The» card pro- 
vides: the conventional spaces for time reg- 
istrations by the'automatic clocks, The es~ 
sential information, total: clock hours, rate, 
overtime, . deductions, ete.,. along with the 
employee’s number, is ‘punched: into the 


card for automatic tabulation. The check 
number, or if payment is made in cash, 
the employee’s ‘signature, included on the 
card, completes the individual record. The 
plan eliminates: cumbersome payroll books, 
makes’ the original source of entry the 
final and only ‘record, eliminates the usual 
errors in. transferring data from cards to 
books, and makes for economy in office op- 
eration—all without sacrificing any of the 
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information requirements of a payroll. 
Management Methods, January, 1932, p. 
14:2, 


This Plan Controls Printing Costs 


The Comptroller, Pig’n Whistle Corpor- 
ation, tells how that company arrived at 
a solution of the annoying problem of keep- 
ing all information regarding each printed 
form in easily accessible form and location, 
by means of a new form (illustrated), in 
the shape of an envelope file for each indi- 
vidual form and all data pertaining thereto, 
which automatically brings together all 
necessary information concerning a form 
to be reordered. By Theodore Rothman. 
The Office Economist, December, 1931, p. 
5:2. 


Salary Costs in Seven Home Offices 


An examination of seven representative 
life insurance companies in this connec- 
tion revealed wide variations in cost from 
company to company. For instance, one 
company was found to be spending $5.39 
to issue a policy and prepare the neces- 
sary records therefor, while in another 
company of equal standing and the same 
size the cost was only $2.12. Subdivisions 
of policy issue expense such as that of 
typing or checking a policy or of making 
changes were compared and showed simi- 
lar variations. Costs on old business of 
sending notices, recording collections and 
each of the details which make up the 
total of the Home Office salary disburse- 
ments showed the same interesting differ- 
ences when tabulated for comparison. The 
small companies are at no great disadvant- 
age in clerical costs because of their size. 
It was found that several large companies 
had a clerical cost per policy for most 
subdivisions which was twice that of a 
small company; high official salary costs 
are a material handicap, however, to the 


The following results of the study are 
given in tabular form: Clerical salary 
costs of issue per new policy issued in 
1930; new business costs; old business costs 
(clerical and official) per $1,000 of insur- 
ance in force and per cent of renewal pre- 
miums; total salary costs for premium col- 
lection for the six largest companies; in- 
dividual salaries according to rank and 
sex; total cost per $1,000,000 of business 
in force at end of year. By Richard Fon- 
diller. The Spectator, Dec, 24, 1931, p. 
4:4, 


A Check-Sheet to Appraise Man-Power 

How, today when man-power must be 
maintained at its level best, shall we take 
stock of personnel? An answer, as de- 
vised and applied by the Bank of America 
(California), is a form described and il- 
lustrated. 

The stock-taking instrument is a periodi- 
cal personnel report. It includes the fol- 
lowing information: 1. the employee's 
training and special characteristics that fit 
him for promotion or for transfer to an- 
other department or branch where he 
would be happier; 2. a periodical appraisal 
of his personal characteristics, mental at- 
titude and ability to cooperate. Manage- 
ment Methods, January, 1932, p. 16. 


How Sales Records Intensify Selling 

Intensive cultivation of any market de- 
mands adequate and usable sales records— 
such records as are making possible the 
selling achievements of Canada Dry Gin- 
ger Ale, Inc. J 

Canada Dry’s sales control flows from 
three basic records in visible card form: 
one records sales to retailers; another 
sales to jobbers; and a third sales by 
cities. The uses and results of the use 
of each are explained. Management 
Methods, January, 1932, p. 24. 





THE MANAGEMENT INDEX 


PRODUCTION MANAGEMENT 
General: Promotion, Organization, Policy, Development 


Too Much Overhead 


Factory overhead is stalking many an 
effort to make a profit or at least operate 
without a loss in these days of low pro- 
duction. The consolidation of departments 
and the practice of adopting working fore- 
men are two concrete examples of reduc- 
ing factory overhead. An open-minded 


Plant: Location, Lighting, Heating, 


Diversified Replacement in a Small 
Plant 


The Rotor Air Tool Company’s re- 
placement policy may be outlined as fol- 
lows: 1. Buy new machine-tool equip- 
ment where the period of repayment is 
four years or less; 2. Replace productive 
equipment, such as tools, jigs and fix- 
tures, where the period of self-payment is 
two years or less; 3. Improve assembly 
conditions wherever possible on the gen- 
eral assumption that first-class working 
conditions always pay; 4. Buy new ma- 
chine-tool equipment or tools and fixtures 


Industrial Economics: 
Immigration 


Planning for Personnel Progress 

The desirability of planning ahead re- 
garding personnel is a matter that needs 
to be brought afresh to the attention of 
the head executives of many corporations. 
In any such effort the following considera- 
tions will need to have weight: 1. Per- 
sonnel planning is directly and closely de- 
pendent on production planning, and; 2. 
Production planning is closely tied up 
with the planning and forecasting of de- 
mand and distribution; 3. Personnel plan- 
ning must sooner or later entail in many 
lines of business a close knowledge both 
international and national of commodity 
price fluctuations, technological advances, 
labor needs in terms both of quantity and 


Labor and 


study of the actual conditions in an indi- 
vidual business should disclose many other 
ways of reducing unproductive and un- 
necessary expense, says the Business Op- 
erator for Irving Trust Company, Re- 
ceivership Division. By N. David Thomp- 
son. Connecticut Industry, December, 
1931, p. 5:3. 


Ventilation 


whenever necessary to improve the quality 
of the product, justifying the purchase on 
the increased volume of sales rather than 
on the direct saving. 


Machining costs were cut 18.6 per cent 
in 2% years, assembly costs 38 per cent 
in half that time and quality was improved 
as a result of this replacement policy. In 
the “small” or “medium-size” plant classi- 
fication, its policy—covering tools, jigs 
and fixtures, even office equipment—will 
be found readily adaptable to a great many 
plants. By D. S. Linton. American Ma- 
chinist, December 24, 1931, p. 946:8. 


Capital, Legislation, Wage Theory, 


quality, and labor supply; 4. Personnel 
planning requires knowledge which is both 
inter-industrial and inter-corporate of 
needs and trends in the quantity and qual- 
ity of labor needed; 5. Personnel planning 
should increasingly be able to count upon 
the aid of a national clearing house of em- 
ployment information which coordinates 
accurately information as to state and lo- 
cal population, labor needs and labor 
trends; 6. Personnel planning requires a 
sustained and consistent policy within in- 
dividual corporations which see themselves 
as units of a given industry and which, 
given that realization, decide on a gen- 
eral policy of probable growth for ten year 
periods; 7. Personnel planning requires 
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that, in formulating such general corporate 
policies, recognition is given to the enor- 
mous value of developing’ those procedures 
which will insure security of livelihood 
and will sustain employee morale; 8. Per- 
sonnel planning should be able to avail 
itself of a closer tie-up with the public 
educational systems so that aid would be 
given to companies and to individuals in 
matters of vocational adaptability and in 
instruction related to the special industrial 
needs of different localities; 9. Personnel 
planning, to secure the above objectives, 
cannot be fully realized in the absence of 
some knowledge of the tendencies inevit- 
ably at work in the community which look 
to the protection of individuals on a so- 
cial basis, as embodied in possible public 
provision of health insurance, pensions and 
unemployment insurance. And similarly 
account has to be taken of possible public 
programs of domestic housing by direct or 
indirect subsidy. By Ordway Tead. Eco- 


nomic and Social Planning Course, Bureau 
of Personnel Administration, Dec. 17, 


1931. 7 pages. 


Should the Anti-trust Laws be Modified? 


A resumé of anti-trust legislation which 
draws the point that the basic changes 
which have taken place in the last fifteen 
years have forced us to a reconsideration 
of the fundamental wisdom of this 
statute. Before we abandon the competi- 
tive principle and surrender the initiative 
of industry itself, we should thoroughly de- 
termine whether or not the statute is re- 
silient enough to be responsive to chang- 
ing conditions. In order to. determine this, 
industry. must have the intelligence to de- 
cide: upon such remedies as it believes will 
solve its difficulties, and then the courage 
to.test.out whether or not those remedies 
come within the spirit of the Sherman 
Law. 


As the code of business ethics evolved 
during our great national expansion, so 
must this code now develop and expand 
under. the stress. of an economic life more 


complex, more interrelated, more depend- 
ent upon common action than that which 
we knew in the period of the 90’s when 
the concepts of business under which we 
are now operating were evolved. By 
William J. Donovan. Harvard Business 
Review, January, 1932, p. 129:7. 


Symposium on the Stability of Employ. 
ment in Industry 

Manufacturing in Advance of Orders in 
Seasonal Industries by Edwin S. Smith; 
Unemployment—Causes, Palliatives, and 
Preventives by Dr. Royal Meeker; Em- 
ployment Stabilization in the Procter & 
Gamble Company by Harvey C. Knowles; 
Discussion on Stabilization of Employment 
by Charles W. Lytle. Transactions of the 
A. S. M..E., September-December, 1931, 
p. 67:18. 


Wage Levels Between Firms 


This article examines wages for selected 
occupations as between firms in a given 
geographical area at two periods of time 
(April, 1927 and October, 1929), particu- 
larly with a view to determining whether 
or not wage levels are about the same 
among the firms. 

It discloses that while wage levels are 
not uniform as between firms, there is 
definite indication of a central tendency. 
Such variation as exists in firm-averages 
does not exceed that which might be at- 
tributed to variations in the nature of the 
work, provided it may be .assumed that 
these latter variations distribute themselves 
around a norm in such manner as would 
arise from pure. chance. 

With indications .of fairly symmetrical 
distributions of firm-averages, it further 
appears that there is a rather. pronounced 
tendency for firms to hold approximately 
the same rank in one year as in the other. 
In each year, however, firms tend to have 
a different. rank on an. hourly and a weekly 
basis, except in the case of firms with 
either. extremely high or low wage levels. 
This difference in rank seems to be related 
to variations..in normal time per week 
between firms, By H. La Rue Frain. 
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The American Economic Review, Decem- 
ber, 1931, p. 620:16. 

Some Observations and Trends in 

Industrial Relations 

The President of the Kendall Company 
relates some experiences in connection 
with the problems encountered in the es- 
tablishing, by a New England textile con- 


Benefit Systems and Incentives: 


cern, of a mill in the South, when his com- 
pany took: over a mill in Camden, South 
Carolina—and makes some interesting 
comments on present progress in stabiliza- 
tion. By Wilfred ‘Reynolds. Report of 
the Meeting of .the Industrial Relations 
Association of Chicago, Nov. 9, 1931. 15 
pages. 


Pensions, Vacations, Profit Sharing, 


Wage Plans, Suggestions, Stock Ownership 


For Group Insurance see Insurance Section 


Employee Stock Purchase Plans in 1931 

A recent resurvey of employee stock pur- 
chase plans to determine how companies 
are meeting the situation brought about by 
the business and financial depression indi- 
cates that industrial management has, on 
the whole, followed a liberal policy in this 
respect. Employees have not been held to 
strict compliance with the terms of stock 
purchase agreements. Some companies are 
voluntarily accepting substantial losses by 
releasing employees from agreements to 
purchase stock which, in anticipation of 
such sale, had been bought on the open mar- 
ket by the company at a price considerably 
above that now prevailing. At the same 
time employees seem to have accepted the 
depreciated value of stock already pur- 
chased. philosophically, realizing that the de- 
cline in: price is in no way the fault of the 
management. Far from creating animosity, 
these plans seem to have added to a mutual 
understanding of each other’s problems on 
the part of both management and working 
force. N. I. C. B. Service Letter, Decem- 
ber 30, 1931, p. 1:4. 


Westinghouse Industrial Relations 
Program 

The industrial relations program of 
Westinghouse is. the result. of recognition 
on the part of its management, that human 
values in industry such as enthusiastic in- 
terest, cooperation and loyalty of the: work- 
ers cannot be paid. for.in money. alone by 


a company. The following plans active in 
the company are explained: Relief Plan; 
Savings; Annuity; Group Insurance; Edu- 
cation and Training; Housing and Build- 
ing and Loan; Incentive; Conservation of 
health; Recreation and Entertainment. 
This company’s plan was awarded one of 
the two third prizes in the Forbes contest 
for the best employer-employee plan. Sep- 
tember 1, 1931, 22 pages. 


Company Plans for Employee Savings 
and Investment 

Many companies are not yet in a posi- 
tion to inaugurate unemployment benefit 
plans. Company sponsored savings plans, 
with or without employer contributions, 
provide flexible, effective machinery for 
helping employees to protect themselves 
against the hardships of unemployment as 
well as against other hazards of life. This 
is a study of some well developed pro- 
grams, including those operated in cooper- 
ation with savings banks, company or joint- 
ly managed savings funds and long-term 
savings. funds. supplemented by employer 
contributions. 


Included are plans of such companies as 
the Western Electric Company, the Cromp- 
ton & Knowles Loom Works, the Ameri- 
can Rolling Mill Company, Atlantic Refin- 
ing Company, the Merchants Refrigerating 
Company, E. I..du Pont de Nemours. & 
Company,. the Pennsylvania Railroad Com- 
pany, General, Motors. Corporation, Butler 
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Brothers. A chart analysis of selected com- 
pany savings plans and a bibliography com- 
plement the text. Prepared by Eleanor 
Davis. Industrial Relations Section, 
Princeton University, 1931, 38 pages. 


Incentives for Pieceworkers 


From a careful, detailed, analysis of op- 
eration of more than 20 super-incentive 


wage plans, it may be said that: 1. Produc- 
tion levels have generally increased from 
one per cent to 18 per cent by the use of 
such plans; 2. Employees’ average earn- 
ings have generally increased from one 
per cent to 30 per cent; 3. Total costs per 
piece have generally decreased from one 
per cent to 11 per cent. Industrial Rela- 
tions, December, 1931, p. 446:2. 


Shop Methods: Industrial Engineering, Standardization, Waste, Rate 


Setting, Time and Motion Study 


The Development and Application of 

Standards to Production Management 

An explanation of the line of approach 
used by the Reading Iron Company in the 
application of standards in production. The 
vice-president says that one of the most 
important factors is to evaluate the degree 
of precision that is possible and then the 
degree which is justified. The company in 
developing its system of standards and con- 
trols is interested in the need of precision, 
in the ability to get precision, and in the 
cost of securing precision. By Myron H. 
Clark. Bulletin of the Taylor Society, De- 
cember, 1931, p. 218:12. 


More Production in 40 Per Cent Less 
Space 

An analysis of the production orders for 
motors in Robbins & Myers, Inc., revealed 
that small orders for from one to five units, 
constituted over 60 per cent of the total 
number, but accounted for less than 5 per 
cent of the motors manufactured. A short- 
order department was therefore created and 
equipped for the complete manufacture of 
motors. 

The steps taken in the setting up of this 
department and the coordination between it 
and the rest of the plant are explained. 

A 40 per cent space reduction with an 
increase in production were effected. Bet- 
ter supervision was attained at two-thirds 
the old cost. Quicker deliveries and better 
service resulted—process time was cut 
from six to three or four weeks, small 
orders being gotten out in six days. Other 
results were: better product, less scrap, 


fewer returned goods, less work in process, 
lower inventories, much lower labor costs. 
By George F. Collister and Tide Fletcher. 
Factory and Industrial Management, Janu- 
ary, 1932, p. 31:3. 


Handling Bulk Materials Mechanically 


This paper outlines the general charac- 
teristics and fields of applicability of the 
numerous types of mechanical handling and 
conveying equipment. It also covers the 
types commonly used for handling such bulk 
materials as coal, coke, sand and gravel, 
crushed stone, lime, cement, phosphate and 
fertilizer, grain, cottonseed, sugar, earth, 
foundry sand, etc. No attempt has been 
made to cover overhead cranes and hoists, 
crawler and locomotive cranes, and such 
dock handling equipment as bridge tram- 
ways, unloading towers, lift-type car dump- 
ers, etc., all of which are also used for 
handling bulk materials mechanically. By 
William W. Sayers. Transactions of the 
A. S. M. E. (Materials Handling), Sep- 
tember-December, 1931, p. 77 :18. 


Mechanical Dispatch System Saved 100 
Per Cent on Investment 


In this article a machining department of 
the “mixed flow” type into which a me- 
chanical dispatch system has been intro- 
duced in the Westinghouse Electric and 
Manufacturing Company is described. 

The two chief advantages which have 
accrued as a result are the ease of produc- 
tion control and a savings of approximately 
one hundred per cent on the investment, 
under the present business conditions. 
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Others are also given. By S. O. Little. 
Materials Handling & Distribution, Janu- 
ary, 1932, p. 11:4. 


Material Handling in Mass Production 
at the General Electric Plant 

In this paper the author describes the 
conveyor system used throughout the vari- 
ous buildings where refrigerators are made 
at the General Electric Company. Before 
this installation material was handled by 
tractor-and-trailer trains, lift trucks, and 
gas and electric trucks. The new system 


Training and Education: Schools, 
Publications, Bulletin Boards 


The Industrial Experience of Women 
Workers at the Summer Schools, 
1928 to 1930 
This report constitutes an account of the 
work history and economic status of 609 
women who were students at the four sum- 
mer schools for women in industry at 
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has eliminated congestion, retracing of 
material routes, delays in schedule, spoilage 
of material, and maintenance and replace- 
ment of the industrial trucks. The con- 
veyor serves as a traveling stockroom, thus 
releasing floor space for use in manufac- 
turing operations.. The conveyor system 
has linked together four different sections 
located in twelve separate buildings and 
maintains a uniform flow of material. By 
H. C. Rundle. Transactions of the A. S. 
M. E. (Materials Handling), September- 
December, 1931, p. 71:6. 


Libraries, Apprenticeship, Employee 


Bryn Mawr, Barnard, Wisconsin and the 
Southern School in North Carolina. A con- 
siderable number were foreign-born gar- 
ment workers in New York City; another 
group were southern textile workers. By 
Gladys L. Palmer. United States Depart- 
ment of Labor, Bulletin of the Women’s 
Bureau, No. 89, 62 pages. 


Employment: Classification, Selection, Tests, Turnover 


Labor Turnover Rate and Cost 


Many of the costs of labor turnover are 
now largely hidden but they are no less 
real than rent, salaries, materials or power. 
A realization by minor supervisors as well 
as chief executives of the harmful results 
and the dollars-and-cents cost of labor 
turnover is essential. Some of the ele- 
ments of turnover costs and suggested 
methods whereby costs may be measured 


Research and Experiment 


Science, Taskmaster of Business 


Industry has found that at least one thing 
is a necessity, be times good or bad. That 
is research, the constant quest for new 
products and new processes. Hence we see 
today that quest being vigorously prose- 
cuted in a thousand plants and laboratories. 
A review of the progress of industrial re- 
search for 1931. By Dr. H. E. Howe. 
Nation’s Business, January, 1932, p. 32:4. 


are presented. Illustrative figures in cer- 
tain industries are reproduced and the con- 
clusion is reached that the problem of labor 
turnover is the responsibility of manage- 
ment. Certain methods by which relations 
between employer and employee may be 
improved and labor turnover thereby re- 
duced are suggested. By A. L. Prickett. 
The Accounting Review, December, 1931, 
p. 261:16. 


What Is There for Us in the Foreign 
Package? 


A more successful commercial package 
will emerge in America, as it is emerging 
in Europe, when the artist is invited to 
share the business man’s individual mer- 
chandising problems. A review of some 
distinctive foreign packages indicates that 
the American manufacturer and his crea- 
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tive artist can learn many lessons from the 
packaging of European merchants and man- 
ufacturers. By George Switzer. Modern 
Packaging, December, ‘1931, p. 30:4. 


Scientific. Manufacturing 

“Practically any manufacturing business 
in which the management is shrewd enough 
to make money without laboratory, will 
make more money with an adequate staff of 
scientific men and the physical equipment to 
back them up.” Thus: does: the ‘Chairman, 
Fansteel Products Company, Inc., sum- 
marize his company’s convictions, which 
are based on years of experience with 
laboratory research in connection with the 
processing of rare metals the purposes and 
results of which he describes in this article. 
By J. M. Troxel. Executives. Service Bul- 
letin, January, 1932, p. 3:2. 


New Styles for Stoves 
The President; American’ Stove Com- 


pany; tells of a radical program’ of product 
re-styling which not only helped sales, but 


which made improvements: both in selling 
and in production ‘methods possible. The 
plan was adopted as a possible cure for a 
slack period in the stove industry. 
“Through its development,” states the 
author, “we were fortunate enough to find 
ourselves going into the depression’ with 
plans and’ designs already prepared’ for 
such an’ emergency.” By” Louis’ Stock- 
strom: Executwes Service Bulletin, Janu- 
ary, 1932, p.5:1. 


Make Your Product Sell Itself 


The manufacturer whose products are 
retailed over store counters is missing out 
if he is not working’ in ‘cooperation ‘with 
retail merchandise managers ‘who know the 
public’s psychology and needs better than 
the producer ‘can ever expect to know them. 
The Vice-Président; Louis K. Liggett Co., 
relates several instances of how that chain 
of 792 stores has profited: by: such coopera- 
tion and.coordination.. By Fred L.. Tomp- 
kins. Printers’ Ink Monthly, January, 
1932, p. 26:3. 


MARKETING MANAGEMENT 


Important Problems for Marketing 
Research in 1932. Indicated 

Marketing problems as related to busi- 
ness recovery were indicated in a question- 
naire, answered by approximately one hun- 
dred marketing specialists, to be the most 
important line of activity that’ should be 
considered at the present time by market 
research groups. This subject ’ received 
only two more votes than Retail Market- 
ing, and was closely followed by Coordi- 
nation of Marketing Factors through Co- 
operation of Government Bureaus, Re- 
search. Technique; Wholesale. Marketing, 
and Coordination . of.. Marketing Facts 
through Cooperation with Trade Associa- 
tions; Other subjects considered important 
for’ research bodies at the present time 
were as’follows: (in the order of their im- 
portance) Industrial Marketing; Training 
for: Marketing; Advertising; Professional 


Standards; Terminology; and Agricultural 


Marketing, 


These-figures represent> a » preliminary 
statement based. on’ approximately 55 per 
cent.return of the questionnaires distrib- 
uted. . Domestic Commerce; Jan. 10, 1932, 
p. 6:1. 


Distribution Problems: of the Oil 
Industry 

In the. latter. of a series: of two articles 
on ‘the situation in: this industry the Assist- 
ant to the President of the Standard Oil 
Company of Ohio says that there appears 
to be no prospect of a satisfactory solu- 
tion to.the. problem .of. the overproduction 
of crude oil through the. free operation. of © 
supply.and demand; neither does proration 
offer any really constructive solution, even 
though it mitigates the problem of the im- 
mediate above-ground supply. 

There can'be ‘scarcely any doubt: that the 
industry is-vastly overcapitalized in almost 
every branch and particularly ‘in the: mar~ 
keting. end.. If, therefore, it .is» true that 
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differences in efficiency and in expense per 
unit of output are most sharply defined in 
the marketing end of the business, then the 
conclusion seems warranted that the strug- 
gle for survival will focus most sharply in 
that department of the industry. In that 
struggle the possession or command of cap- 
ital will be important, but even this factor 
will probably be less important than sound 
merchandising. By Sidney A. Swensrud. 
Harvard Business Review, October, 1931, 
p. 78:7. 


Accounting Procedure for Export De- 
partment Transactions 

The Export’ Manager, the Oak: Rubber 
Company, says that it is only in certain de- 
tails that are particularly characteristic of 
foreign business transactions that the ac- 
counting procedure differs from domestic 
transactions. These are explained. By H. 
Austin Lengs.. System, December, 1931, p. 
390 :1. 


Market Analysis—the Key to Profitable 
Selling 

The Sales Manager, E. A. Kinsey Com- 

pany, tells how that.company in realigning 

its sales policy, made a complete territorial 


survey. That information once gained, he 
says, the “how” angle can be safely left to 
a competent sales force. A perpetual in- 
ventory system keeps an accurate check on 
stocks. Market analysis in this company 
has also resulted in the speeding up of 
routine work to tie in with increased sales 
and service activities. After a close study, 
a quick and effective order-handling method 
was worked out. 

A clear reference record of all transac- 
tions in the form of master sheets forms a 
definite system of follow-up, showing the 
sales and the progress made with individual 
customers. By E. B. Andrews. Mill Sup- 
plies, January, 1932, p. 10:2. 


What. This Country Needs Is a Good 
Five-Cent Nickel 


We must drive the ogre of fear from our 
midst by courageously and confidently slay- 
ing the monsters Excessive Deflation and 
Mad Liquidation. Our most trusty weap- 
on is sane expansion of credit. We are 
justified in an optimistic attitude, because 
this all-desirable, all-necessary inflation is 
already getting under way to help business 
march forward in 1932. By Ray Bill 
Sales. Management, Jan. 9, 1932, p. 48:4. 


Salesmen: Selection; Training, Compensation 


How General Foods Trains Salesmen by 
Mail 

Because of the far-flung nature of its 
distribution, General Foods Sales Com- 
pany, Inc. found it impractical to have its 
salesmen meet at one place for a training 
course. The Company’s Retail Sales De- 
velopment. Plan is a six-lesson, six-months’ 
correspondence training course. 

A nation-wide survey of actual selling 
formed the basis of the course planned. 
It is divided into the following parts: 1. 
Developing team work with dealers; 2. 
Building up the dealer’s stock; 3. Guiding 
the dealer’s merchandising; 4. Improving 
the dealer’s display; 5. Handling difficul- 
ties and obstacles; 6. Developing. your ter- 
ritory. 

Case problems replace the usual long ex- 


aminations given in such courses. To date, 
953 are enrolled and 888 are up-to-date on 
their work in the course. 

There were two basic ideas with which 
the course was started; that everything 
that is written be carefully debunked and 
that the course talk the salesman’s lan- 
guage, that he must know the things rec- 
ommended are actual, usable ideas, already 
being put in practice successfully by the 
company’s salesmen in various parts of the 
country. By James Ingram. Printers’ Ink, 
Jan. 14, 1932, p. 17:4. 


Reinforcing Sales Efforts 


Talking pictures are being..used exten- 
sively to promote sales, to aid and-instruct 
salesmen, to build good will and. even. to 
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create interest in investment securities 
through the showing of the factory opera- 
tions that lie behind the industrial stock 
shares offered for sale. Among the well 
known companies there are many who 
have used talking pictures with pronounced 
success. It is interesting to observe that 


those which brought satisfactory results 
were built around a specific, distinct ob- 
jective. The methods whereby eight com- 
panies have used motion pictures with suc- 
cess in their business are described briefly. 
By M. H. La Rue. Industrial Digest, 
January, 1932, p. 12:4. 


Sales Promotion: Letters, House Organs, Advertising 


How Eleven Cord Companies Made 
1931 Record Year 

This is the story of nine enterprises 
—two companies making automobiles, one 
making motors, one turning out aircraft, 
four producing auto parts and accessories, 
one a boiler manufacturer, and two new 
air transport lines—under one management, 
which made 1931 a record year. Three 
reasons are given: 1. Because the Cord 
organization will go to any lengths in find- 
ing out what the prospective customer 
wants, and particularly what he wants that 
no one else is giving him; 2. Because they 
find out what must be done in order to give 
the public something it wants, and then 
do everything necessary to their plan—in- 
stead of taking existing situations, equip- 
ment, and what not, as they find them, and 
doing “the best possible” with them; 3. 
Because E. L. Cord has the peculiar gift 
of being able to lay his aims and purposes 
and hopes before his executives in such a 
way that they acquire his enthusiasm and 
out of sheer interest develop their own 
plans for producing results. By Chapin 
Hoskins. Forbes, Jan. 1, 1932, p. 12:3. 


Employee Cooperation in Sales Effort 

A survey of the use by numerous com- 
panies of plans to enlist the cooperation of 
employees in securing sales of products or 
services. Four general methods of cooper- 
ation in sales maintenance are: 1. Em- 
ployees may solicit business themselves; 2. 
Employees may not do any selling them- 
selves, but may watch for any possible 
business and send in the news to the reg- 
ular sales department by using “tip” cards ; 
3. Employees may bring to the attention of 
the public the advantages of doing business 


with their company by presenting “patron- 
age” cards to local merchants, by public 
demonstrations, and by informal boosting 
of products; 4. Employees as trade union- 
ists may strive to see that other trade 
union members and the public buy only 
union made products. 

Practical details of plans in use in such 
companies as the Pullman Company, West 
Penn Railways Company, Southern Pacific, 
New England Telephone and Telegraph, 
Cudahy Packing Co., Armour and Com- 
pany, the Fidelity Bank & Trust Company 
of Kansas City, Standard Oil Company of 
California, General Electric, are given. By 
Everett D. Hawkins. Industrial Relations, 
December, 1931, p. 429 :7. 


Getting the New Package Into 
Circulation 

Unless there are unusual conditions pres- 
ent, the instantaneous method is the most 
satisfactory. Further, there is every indi- 
cation that it is ‘essential that the new 
package be introduced under some system 
whereby salesmen, wholesalers, retailers 
and consumers are successively made en- 
thusiastic about the new container. If the 
job of stocking dealers is properly handled 
and the package is properly announced, the 
first consumer advertising telling about the 
new product will come as a real piece of 
news and will find wholesalers and retail- . 
ers ready to push the product to consumers. 
By C. B. Larrabee. Printers’ Ink, Jan. 7, 
1932, p. 81:4. 


A Great Business Built on Service 

The First Vice-President, Standard 
Brands, Incorporated, describes the pro- 
gram of dealer assistance which the mak- 
ers of Fleischmann’s Yeast extend to 
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baker-customers. The policy, originated 
more than a half-century ago in the offer 
of the services of a practical baker, now 
includes the sponsorship of a national ra- 
dio program, broadcast to sell bakers’ 
products to the housewife; the operation 
of a number of research laboratories and 
the maintenance of a practical baking 
school to help bakers become more suc- 
cessful, By T. L. Smith. Executives Ser- 
vice Bulletin, January, 1932, p. 1:2. 


Putting Science Into Advertising 

With advertising becoming) scientific, an 
advertiser may buy something more tan- 
gible in his advertising than he could a 
few years ago. In the first of a series of 
two articles, the question, “How much 
shall I spend?” is discussed and some 
pointers given on how the most efficient 
amount may be determined. By L. D. H. 
Weld. Nation’s Business, January, 1932, 
p. 35:2. 


Masonite Snubs Depression: Sales Up 
36 Per Cent Over 1930 


How the Masonite Corporation (insula- 
tion board, quarterboard, etc.) by research 
and salesman compensation plans, and a 
new plan whereby every employee of the 
company profits as sales grow, found that 
its plant almost overnight began to produce 
at a 20 per cent increased volume and ma- 
chines that normally had been shut down 
every forty-eight hours for check-up and 
repairs, it was discovered, could run a 
week at a time at increased speed. By 


Buying, Receiving, Storing, Shipping 


What Every Marketing Director Should 
Know About Warehousing 

Because of its direct bearing on sales and 
profits, the maintenance of spot stocks in 
strategic marketing centers is just as vital 
to sales managers as to traffic managers. 
The present trend appears to be toward the 
use of public warehouses rather than the 
establishment of private facilities, many 
manufacturers even abandoning previously 
established branch houses and stock-carry- 
ing sales offices. 


Lester B. Colby. Sales Management, Dec. 
26, 1931, p. 457 :1. 


New Profits from Tested Advertising 

A sane use of testing methods in ad- 
vertising—laboratory, inquiries, sales— 
might stimulate a chain of developments, 
each one building up on the one before 
and all culminating in a surprising in- 
crease in results per dollar of expenditure 
—greater volume, lower cost, greater net 
profit. The President, Cowan & Dengler, 
describes how sales of such products as 
Pond’s cold cream, Listerine, Fleischmann’s 
yeast, Ovaltine, Pyrex, Lifebuoy, have 
been greatly increased by such testing and 
outlines various testing devices. By Stuart 
Cowan. An Address Delivered Before the 
Association of National Advertisers, Nov. 
16, 1931. 17 pages. 


Best Sales Letters 

The letters in this collection, submitted 
as examples of the best sales letters written 
during the past year, were selected on the 
basis, first, of the percentage of returns and 
sales; and second, the adaptability of the 
idea or plan of the letter to other lines of 
business. Several letters used to advan- 
tage in follow-up series are included. Sev- 
eral employed novelty features to empha- 
size the message, another was effective in 
bringing old customers back to the fold. 
There are others that proved successful in 
handling general and special sales problems. 
Thirty-seven letters are included. Com- 
piled by Dartnell Corporation. 


The manufacturer who is considering the 
use of public warehouses should first give 
thought to sales volume in territories dis- 
tant from the factory, to which he cannot 
make delivery directly from the factory to 
his customers within twenty-four hours 
after receipt of the order. 

Having mapped out his distributing terri- 
tories according to markets and determined 
which territories deserve warehoused 
stocks, the next step is to analyze the 
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traffic situation of each territory separately. 
In the selection of particular warehouses in 
cities chosen the manufacturer should be 
guided by the type of facilities and the 
scope of service he will require as well as 
by warehouse charges. By John H. Fred- 
erick. Sales Management, Jan. 16, 1932, 
p. 84:2. 


Czechoslovak Shoe Manufacturer Builds 
Own Diesel Truck 


Needing a special truck for long hauls. in 
Czechoslovakia—chiefly for transporting 
shoes from the factory to its 1,800 retail 
stores—T. & A. Bata of Zlin finally de- 
signed and assembled at its own plant a 
large vehicle truck, a picture of which ac- 


Wholesaling 
Adjustment of Operations by Wholesale 
Grocers—With Special Emphasis on 
the Budget : 
of adjusting operations to 
conditions employed by six 


Methods 
changing 


Retailing 
The Chains in 193i—and 1932 

A review of performance in the field dur- 
ing the past year—the U. S. Supreme 
Court decision in the Indiana chain store 
tax case, and similar subsequent decisions ; 
the survey of the grocery chain field by 
the Harvard Bureau of Business Research, 
which Mr. Lebhar says may be taken as 
an accurate picture of the field; the prog- 
ress of individual chains—draws the con- 
clusion that the chains have demonstrated 
their ability not only to operate success- 
fully in the face of adverse conditions but 
to pass on to the public quickly the benefit 
of falling prices. The opening of the new 
year finds the chains>in a most fortunate 
strategic position. By Godfrey M. Lebhar. 
Chain Store Age, January, 1932, p. 21:4. 


Checking Store Performance of Every 
Employee 

The Controller, Emily Shops, Inc., out- 

lines the method used by that organiza- 


companies this article. A novel feature 


of the truck is a berth for an extra driver 
in: the compartment over the driver’s seat. 
Bata, it is claimed, has-been able with this 
truck to reduce transportation costs to 
about one-third of the regular freight rates. 
Commerce Reports, Jan. 11,1932, p. 85:1. 


Purchasing—a Major Executive 

Function 

Purchasing must be made one of the 

major functions in business, and it. must 

be placed in the hands of trained execu- 

tives who are capable of contributing 

toward sane and profitable operation. By 

Russell H. Ballard. N. E. L. A. Bulletin, 
November, 1931, p. 721:3. 


wholesale grocery companies, general 
budget practices of wholesale grocers, and 
the budget plan of a Northwest grocery 
wholesaler are presented. _ Policyholders 
Service Bureau, Metropolitan. Life Insur- 
ance Company, 29 pages. 


tion. By Leo C. Levin. Chain Store Age 
(Administration Edition), January, 1932, 
p. 33:4. 


Boston. Conference. on, Retail. Distribu- 
tion 
Proceedings of Conference, Sept. 14-16, 
1931. 132 pages. 


Consumers’ Retail Purchases, Pre-War 
and Post-War 


This paper is a preliminary report of an 
attempt to ascertain how American con- 
sumers as a body have spent their money 
in the four calendar :years, 1909, 1914, 1923, 
1929. The report deals only with pur- 
chases of tangible commodities for per- 
sonal or household use. The main point 
brought out is that the percentages of 
spread between producers’ values and re- 
tail values—a term which covers not only 
mark-ups but all transportation and selling 
costs not paid by producers’ as. well. as. dis- 





THE MANAGEMENT INDEX 57 


tributors’ profits—are surprisingly near to- 
gether in all the four years. This is in it- 
self good prima facie evidence that distribu- 
tion costs have not rum wild, contrary to 
the current outcries about the alleged abuses 
and wastes of our system of distribution. 


The total retail values are further broken 
down into twelve commodity groups. All 
twelve show growth at each stage of the 
twenty-year period, excepting only a mod- 
erate loss in coal and wood, and a slight 
loss in the miscellaneous group between 
1923 and 1929. 


The matter is further broken down into 
the per capita expenditures for each of the 
commodity groups in each of the four. years. 
Percentages of retail selling values to total 
realized incomes of individuals are also 
given. 


The study shows the increasing impor- 
tance of the “area of caprice” in consumer 
buying. Commodities belonging in this 
area appear to be superfluities, style goods 
and durables. An allocation of goods to 
these categories is presented. Tables illus- 
trate the findings. By William H. Lough. 
Bulletin of the Taylor Society, December, 
1931, p.. 231 :12. 


Helping the Dealer Sell 


How R°C-.A Radiotron Company, Inc., 
makes dealers better merchants; points out 
broader’ markets!) One of the various 
methods. used by the company in making 
its tests upon which to base its merchan- 
dising campaign is described, illustrating 
the point: for’ modern management; that 
better selling methods worked out for re- 
tailers offers: one method of building sales 
in bad times. By Roy Dickinson: Printers’ 
Ink Monthly, December, 1931, p. 35:2. 


Records That Cut Returned Goods by 
4% Per Cent 


Losses» amounting © to $100,000,000° are 
sustained ‘each year ‘by department stores 
of this country, from’ returned merchan- 
dis, Against the ‘barrage of! returned 
goods, the LaSalle-and “Koch Company 


erected..a barrier of forms. Through the 
forms the reasons for returns were an- 
alyzed, the weak points indicated by the 
records, reinforced. A  counter-offensive 
of employee education along preventive 
lines was’ begun and through more forms 
the effectiveness of the campaign was fol- 
lowed up. The plan has only three focal 
points: 1. Intelligent selling; 2. Speed 
and thoroughness in adjusting’ complaints ; 
3. A continuing attack guided by perma- 
nent analytical and production records. The 
plan is explained and record forms used 
are illustrated. By R. S. Jones. System, 
December, 1931, p. 398:2. 


Four Questions for Immediate Consid- 
eration of Retailers Cited 


Four questions of immediate importance 
to retail stores were stated by Dr. Paul 
H. Nystrom, at a recent meeting of the 
American Marketing Society. They were: 


1. It is essential that each individual re- 
tailer determine the actual profitableness of 
commodities he handles and the customers 
he serves. 


2. A new concept of the store personnel, 
which will include the fitting of expendi- 
tures for executives’ salaries and wages to 
present costs and profit possibilities, a new 
concept of what each employee can do, and 
further education of personnel. 


3. A solution ‘of the rental problem, per- 
mitting rents to be adjusted to changing 
conditions. 


4. Reconsideration of the kinds of lines 
that may be taken on by retail stores is, in 
many cases, essential. This consideration 
must be more scientific and it is certain to 
be full of waste for some and highly profit- 
able to others. 


The speaker also pointed out that present 
conditions will bring to light the ability of 
different types of organizations to meet the 
depression, that is whether independent re- 
tailers, chains, mail order houses or some 
form of direct selling will be more adapt- 


able to these conditions: Domestic Com- 
merce, Jan. 10, 1932, p. 6:1. 
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By William J. Shultz. Prentice-Hall, 
New York, 1931. 635 pages. $5.00. 

Store Management. By Norris A. Brisco. 
Prentice-Hall, New York, 1931. 412 
pages. $2.50. 
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D. C., 1931. 696 pages. $1.00. 

A Solution to the Appreciation Problem. 
(With a supplementary article entitled: 
This Thing Called Depreciation.) By 
William B. Castenholz. LaSalle Exten- 
sion University, Chicago, 1931. 95 pages. 
$1.00. 

National Association of Cost Account- 
ants—Year Book—1931. Proceedings 
of the Twelfth International Cost Con- 
ference. National Association of Cost 
Accountants, New York, 1931. 302 
pages. $3.00. 

Investment Banking—A Case Book. By 
Clinton P. Biddle and George E. Bates. 
McGraw-Hill Book Co., New York, 1931 
(first edition). 621 pages. 

Harvard Business Reports—Vol. 7. 
Compiled by Graduate School of Busi- 
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McGraw-Hill Book Co., New York, 1930. 
590 pages. 
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Compiled by Graduate School of Busi- 
ness Administration, Harvard University. 
McGraw-Hill Book Co., New York, 1930. 
687 pages. 
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McGraw-Hill Book Co., New York, 1930. 
363 pages. 
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the Field of Business, Economics and 
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tee on Research of the Amos Tuck 
School of Administration and Finance, 


Dartmouth College. Williams & Wil- 
kins, Baltimore, Md., 1931. 108 pages. 
$1.25. 

Motor Vehicle Regulations and Taxation 
in Foreign Countries. Bureau of For- 
eign and Domestic Commerce, U. S. De- 
partment of Commerce. Government 
Printing Office, Washington, D. C., 1930. 
93 pages. 15 cents. 

Handbook of Foreign Currency and Ex- 
change. Prepared by James R. Mood. 
Bureau of Foreign and Domestic Com- 
merce, U. S. Department of Commerce, 
Government Printing Office, Washington, 
D. C., 1930. 189 pages. 30 cents. 

Confectionery Distribution in the United 
States—1927-1929. By Rupert L. Pur- 
don. Bureau of Foreign and Domestic 
Commerce, U. S. Department of Com- 
merce. Government Printing Office, 
Washington, D. C., 1930. 32 pages. 10 
cents. 

The Market Data Book for 1931. Con- 
taining a Directory of Industrial, Trade 
and Class Publications. G. D. Crain, Jr., 
Chicago, 1931. 280 pages. 

Oil Conservation and Fuel Oil Supply. 
National Industrial Conference Board, 
Inc., New York, 1930. 165 pages. $2.50. 

Packaging Catalog. (Practical informa- 
tion on packaging: a buyer’s guide to ma- 
chinery equipment and supplies used in 
packaging industries.) Breskin & Charl- 
ton Publishing Corp., New York, 1930. 
155 pages. $5.00. 

Copy Technique in Advertising. By 
Richard Surrey. McGraw-Hill Book 
Co., New York, 1930. 294 pages. 

The Banker’s Place in Commerce. By 
William F. Spalding. Isaac Pitman & 


Sons, New York, 1930. 63 pages. $1.00. 


State and Local Taxation of Property. 
National Industrial Conference Board, 
Inc., New York, 1930. 245 pages. $2.50. 

Proposed Classification and Compensa- 
tion Plan for the Public Service of the 
State of Ohio. By Harvey Walker and 
Bureau of Public Personnel Administra- 
tion. F. J. Heer Printing Co., Columbus, 
Ohio, 1930. 525 pages. 
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Credit Manual of Commercial Laws 
with Diary 1931. National Association 
of Credit Men, New York, 1930. 526 
pages. 

The New Capitalism and the Socialist. 
By Harry W. Laidler. League for Indus- 
trial Democracy, New York, 1931. 47 
pages. 10¢. 


Sources of Investment Information. Com- 
piled for the Investment Bankers’ Asso- 
ciation of America by Exhibit Committee, 
Financial Group, Special Libraries Asso- 
ciation. Issued through Educational De- 
partment of Investment Bankers’ Associa- 
tion of America, Chicago, 1930 (revised 
edition). 86 pages. 


Survey of Books for Executives 


Everyman and His Common Stocks. 
By Laurence H. Sloan, McGraw-Hill 
Book Co., New York, 1931. 306 pages. 
$2.50. 


Commenting upon the disorganized state 
of common stock investment literature, Mr. 
Sloan attempts in this book to survey the 
field broadly and to develop conclusions 
helpful in the formation of a long term 
(one year or more) investment program. 

The necessary tools of investment are 
statistics, accounting, economic analysis and 
forecast, and it is asserted that one who 
is bored by statistics had better abandon 
the rdle of investor! The well informed 
investor may experience losses but with less 
frequency and violence than the uninformed. 

The forces which determine the value of 
a stock are treated separately from those 
which affect market price. Among the 
factors which determine value is a fore- 
cast of the company’s gross sales, which in 
turn depend upon physical volume and sales 
price. A long term stock position is jus- 
tified only when the company is likely to 
increase its physical output. Stability of 
sales price is important and it is pointed 
out that because of wide fluctuations in 
raw materials, the more labor in a given 
product the more stable will probably be 
its sales price. Commodities whose mar- 
kets are world-wide tend to be less stable 
in price. Price stability which is depen- 
dent upon monopoly should be discounted. 
Additional factors in stock value determ- 
ination are asset value and the trend of 
costs in relation to sales. Heavy loading 
of interest and preferred dividends add to 
the speculative hazards of a common stock, 


although the risk is lessened if sales are 
relatively stable. Gradual retirement of 
bonds is a desirable corporate policy. To 
assist the investor, a plea is made that man- 
agements disclose gross sales, report earn- 
ings quarterly, and announce definite re- 
serve policies. 

Among the factors affecting the market 
price of a stock are its intrinsic value, list- 
ing upon a well organized exchange, asset 
value, bidding up or down by individuals 
or groups, short selling, market sponsor- 
ship, the price-earning ratio, credit con- 
ditions, and, in a bull market, scarcity of 
stocks. 

Cycles in the stock market, as in busi- 
ness, constitute a major hazard but Mr. 
Sloan feels that it is possible to identify 
zones which signify the approach of a 
climax. While all investors obviously can- 
not sell at the same time, intelligent action 
by a large number of them should tend to 
flatten price cycles. The investor must at all 
times compare his company with the status 
of its industry, and must check the indus- 
try with the course of general business. 
Most industries experience major booms 
simultaneously, as also major depressions. — 
The danger signals in the market prior to 
the September 1929 peak included an aver- 
age yield of only three and one-half per 
cent on stocks with call money at six per 
cent and time money at nine per cent, pro- 
longed expansion of bank credit and se- 
curity loans, a full point increase in the 
rediscount rate to six per cent in August, 
the fact that new financing was getting 
out of hand, the fact that many investors 
in such stocks as motors, drugs, theatres, 
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textiles and tires had experienced losses 
throughout the year, the decline in bond 
and preferred stock prices, and the drop 
in. London: stock market: which began in 
‘the spring of 1929. In spite-of these warn- 
ings, most of the “big fellows” as well as 
the security affiliates of the big banks: were 
caught in the crash. 

Mr. Sloan feels that the carrying of 
some stocks through a major bear movement 
is a normal hazard in a long term invest- 
ment program and that any attempt at 
selling out completely at the top or invest- 
ing all funds at the bottom is unwise. The 
maintenance of a growing cash (or equiva- 
lent) reserve is recommended. A “reason- 
able” 1929-31 stock program is traced 
through, based upon a trading policy which 
departs from Mr. Sloan’s definition of long 
term investment, and which, even so, re- 
sults in a loss to the investor. Several 
valuable bits of practical advice are offered : 
once a decision is. made to sell, one should 
act promptly and not wait for a bulge in 
the market; the original purchase. price is 
not. a factor in determining whether to 
sell; moderation in borrowing is important ; 
stocks should be held only as long as a 
forecast of increase in intrinsic value is 
reasonable; diversification is fundamental, 
but no account should carry more stocks 
than can be supervised; not over 25 per 
cent of the investor’s fund, even less in de- 
pressed periods, should be carried in radi- 
cal commitments. 

In conclusion the case for common stocks 
as long term investments is summed up in 
the argument that the long term trend of 
physical output is upward; with rising vol- 
ume, commodity prices should rise; profits 
will therefore tend upward and. therefore 
stock values and stock; prices will seek 
higher levels. If the long term trends of 
business activity and profits continue up- 
ward, depression areas should be. used to 
increase common stock holdings. 

In criticism of this volume it may be 
said that while little is offered that is new 
to those who are reasonably close students 
of the stock market, it is stimulating in 
many» ways and. does call to the reader’s 


attention many valuable investment consid- 
erations and principles which cannot be too 
often stressed. On the other hand your 
reviewer leaves the book with a ‘strength- 
ened: suspicion that common.stocks may not 
be a suitable long term investment medium 
for ‘Mr. “Everyman” (at least not: without 
advice of expert investment counsel), and 
that the necessary -constant scrutiny of 
economic conditions as well as the thorough 
study of the organization and operations 
of individual companies and their indus- 
tries is too complicated statistically and 
much too time consuming for most business 
men. The thesis that rising commodity 
prices always accompany a long term rise 
in physical output is contrary to the ex- 
perience of certain periods of our business 
history. Mr. Everyman may feel that the 
book is too much occupied: with descrip- 
tion of the top of a bull market and not 
enough with the characteristics of the bot- 
tom of a bear market in which he probably 
now finds himself. 
F. J. Travers, Manager, 
Investment Research Division, 
Lincoln National Life Insurance Co. 


Trade Associations—Their Services to 
Education. By S. Lewis Land. Heat- 
ing and Piping Contractors National As- 
sociation, New York, 1931. 141 pages. 


This little book is one of. the most con- 
structive pieces of work yet done in the 
way of defining a definite program for trade 
associations, especially programs that will 
serve to reduce manufacturing, selling and 
administrative costs.and to improve man- 
agement, the kind of things trade associa- 
tions. must do: to. a greater extent in the 
future. 


Primarily, the material presented has 
been taken from the building industries. 
It.gives a brief digest of ‘the educational 
programs of the national associations in 
the building industry, sets forth the history 
and: development of organized education by 
trade associations, describes the types of 
trade association educational programs, not 
only national but also state. and local. 
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An important section of the book deals 
with the joint responsibility for school and 
industry. Another outlines present tend- 
encies and practices and techniques and 
procedures employed by national trade as- 
sociations, discusses choosing and training 
instructors, the equipment for schools and 
classes, the provision of instructional ma- 
terial and methods of measuring results. 

If. the, point of view expressed in the 
book has. any. defect, it may lie in. too. little 
recognition of the. trend toward training on 
the job by supervisors trained to train. 
One might assume that the author expects 
all training work in industry to be done in 
schools and classrooms, an idea which is 
well recognized as largely obsolete. 

W. J. Donan. 


Stock Market’ Theory and Practice. By 
R. W: Schabacker. B. C. Forbes Pub- 
lishing Company, ‘New York, 1930. 875 
pages. $7.50. 

This is not the usual discussion of the 
whys and wherefores of trading in stocks, 
but is rather an explanation of stock mar- 
ket operations in their entirety, so simply 
and so clearly expressed that even a be- 
ginner can grasp what would otherwise 
be considered intricate technicalities, and 
yet complete enough to prove equally use- 
ful to the experienced trader. 


Marketing Principles. By John Free- 
man Pyle. McGraw-Hill Book Co., 


New York, 1931. 565 pages. $4.00. 

“To present an analysis of marketing 
processes and practices that, together with 
the factual material cited largely for illus- 
trative purposes, wilb:aid the student of 
marketing to think scientifically when he 
attacks the problems connected: with buying 
and selling” is the purpose of the author 
in writing “Marketing Principles.” 

He provokes interest in the subject and 
places ‘the reader in a critical frame of 
mind toward distribution by starting with 
a discussion of “Some Significant Aspects 
of Marketing” in which are presented the 
reasons for a growing dissatisfaction with 


our present marketing organizations. and 


‘practices. In pointing out a little later the 


dynamic character of economic conditions, 
the author shows: why we must ‘continue to 
expect changes that call for revised market- 
ing methods to meet: them: successfully. Pos- 
sibly a) little less historical material. would 
have accomplished this as well. 

Following. the;introductory material, are 
discussions ofthe characteristics of the 
market, .and..buying motives .and_ habits. 
The. marketing functions, in quite. the usual 
set-up, precede chapters on the marketing 
machinery. A third division includes de- 
tails on the marketing of the following: 
agricultural products, natural products, 
manufactured products, and services. The 
latter is generally not included in texts on 
marketing . principles and it is doubtful 
whether the subject. should have been in- 
cluded here. Later chapters are on finance, 
market price, market risks and hedging, 
sales promotion activities, co-operative mar- 
keting of agricultural products, legal aspects 
of marketing (an excellent chapter), the 
importance of executive control, and a very 
clear and able explanation of the standards 
of marketing efficiency. The chapter on the 
legal phases of marketing contains helpful 
explanations of many of the government 
organizations whose work relate to market- 
ing practices, information of benefit to any 
business man. 

This book covers a wider field than does 
the usual text on marketing, treating of 
such subjects as sales promotion, compensa- 
tion of salesmen, and security markets in 
addition to others mentioned above. In the 
chapter on the marketing of agricultural 
products, the following are inadequately 
covered: market news, price quotations, 
and shipping point inspection service. 

The business man who wants data on 
marketing activities will find in this book 
many pertinent illustrations and statistics 
to guide him in carrying out his marketing 
problems. Figures from the Louisville Sur- 
vey, from the Census of Distribution, and 
from other surveys and distributive prac- 
tices are given. Thecomplete index enables 
one to locate readily a vast fund of current 
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data of real service to the business man. 
The wealth of material on present practices 
is one of the strongest features of this book, 
written in a clear and interesting style. 

At the end of each chapter are listed 
many of the best references in the field, and 
these are followed by thought provoking 
questions. 

The large number of illustrations and the 
completeness of current data on so many 
of the phases of distribution are in them- 
selves good reasons for a business man to 
add this book to his library. 

James R. HAwKINson, 
Assistant Dean, School of Commerce, 
Northwestern University. 


The Industrial Revolution in the South. 
By Broadus Mitchell and George Sinclair 
Mitchell. Johns Hopkins Press, Balti- 
more, 1930. 298 pages. $2.75. 

The articles which have been gathered to 
make up this book originally appeared in 

a number of magazines and southern news- 


papers, and were written during the period 
of a decade. That decade has witnessed not 
only the expansion of indigenous mills, but 
the southward migration of northern fac- 
tories and the movement continues unabated. 


The book points out that there are gen- 
erally three stages to progress. At first 
attention is absorbed in technical problems 
—capital accumulation, managerial training, 
growing efficiency of mechanical produc- 
tion, expansion of markets. Secondly, 
comes the recoil of workers against ex- 
ploitation—marked by extension of wel- 
fare programs, proposals for protective 
legislation and labor unionism. The third 
phase introduces industrial maturity—estab- 
lishment of a certain balance of power be- 
tween human and mechanical forces and the 
appearance of new problems of manage- 
ment, involving the stabilization of industry. 

Southern cotton manufacture for most 
of the period under review has been in the 
second of these stages, but now its entrance 
upon the third is in sight. 

It is pointed out that depression has 


prompted and at the same time stilled labor 
unrest and the southward drift of mills has 
had a similar effect for the excitement of 
physical accomplishment has distracted at- 
tention from human problems while at the 
same time added demand for workers has 
put them in a stronger position. 
W. J. Donat. 


Union-Management Cooperation on the 
Railroads. By Louis Aubrey Wood. 
Yale University Press, New Haven, 
Conn., 1931. 326 pages. $4.00. 


Following an essentially Marxian analy- 
sis, most students of labor problems have 
accepted as fundamental the assumption 
that the interests of workers and employers 
are primarily opposed; that the inevitable 
tendency of a system of capitalism regu- 
lated by competition is to undermine the 
position of the wage-earner. Since com- 
petitive standards are set by the least 
liberal or least competent employers noth- 
ing in the way of mitigating or corrective 
policies may be expected at the hands of 
profit-seeking management. In consequence, 
the only practicable methods of preventing 
the undermining of the wage earner’s posi- 
tion are the creation of trade unions or 
legislative barriers to restrain the action 
of competition, in the interest of workers. 

Trade unions affiliated with the Ameri- 
can Federation of Labor have in general 
operated on this theory of industrial rela- 
tions and by means of collective agreements 
on wages and hours of work, and working 
rules covering such matters as seniority, 
apprenticeship, distribution of work, dis- 
cipline, work processes and standards, have 
attempted to establish uniformity in the 
terms of employment and thus thwart or 
control competitive pressure to the advan- 
tage of their members. The form of or- 
ganization based primarily on craft lines 
with control highly centralized in the 
national rather than the local bodies has 
been designed particularly to establish uni- 
formity in the terms of employment over 
competing market areas and also to mar- 
shall the resources of the group so that 
economic pressure could most effectively be 
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applied to persuade or compel employers to 
accede to union demands. Although unions 
have not been without arguments for posi- 
tive advantages to be gained from dealing 
with them, their ability to gain and main- 
tain control in a trade has been assumed to 
rest primarily upon the power to inflict 
economic loss. The use of collective power, 
essentially monopolistic in character, has 
been accorded a considerable measure of 
popular approval, and a degree of legal 
sanction, on the ground that the individual 
worker lacks the power to protect himself 
from the undermining tendencies of com- 
petition. 

During the past three decades, but par- 
ticularly during the last fifteen years of 
this period, a quite divergent theory of 
industrial relations has been in process of 
development in the United States and in 
lesser degree in European countries. The 
new theory of industrial relations assumes 
that effective business management must be 
essentially a cooperative enterprise ; that in 
most respects the interests of workers and 
management are common rather than con- 
flicting. 

Although there has been much more talk 
about cooperation, industrial democracy, 
co-partnership, etc., than actual achieve- 
ment, tangible results are substantial. For 
the most part the initiative in developing 
cooperative relationships has been taken by 
management, but trade unions also have in- 
itiated movements that reflect significant 
changes in attitude and technique. Resolu- 
tions adopted by numerous union conventions 
to the effect that the union must cooperate 
with management to develop efficient meth- 
ods of production attest a significant change 
in attitude; a conviction that a collective 
agreement must be made positively advan- 
tageous. In respect to actual achievement 
cooperation has been carried furthest in the 
men’s clothing industry and in the shop 
crafts of the railroads. 

Although numerous articles have been 
published concerning union-management co- 
operation on the railroads this is the first 
exhaustive treatise on the subject. In 
painstaking detail Mr. Wood depicts the 


‘mature of the job of equipment mainten- 


ance; the nature of labor organization; 
the historical background and development 
of union-management cooperation; the 
technique of cooperation; attitudes of man- 
agement and men; types of problems dealt 
with; and with proper regard for the dif- 
ficulties of evaluation, struggles with the 
problem of measuring the gains from co- 
operation. Although quantitative data can- 
not be obtained to support his judgment, 
Mr. Wood is convinced that substantial 
gains have accrued to both management 
and workers; to the former through more 
efficient operation; to the latter through 
better working conditions and more regu- 
lar employment. 

This novel experiment is obviously too 
young, and data still too inconclusive to dem- 
onstrate a positive advantage to either man- 
agement or workers for union-management 
cooperation as against an enlightened in- 
dustrial relations program under non-union 
conditions. It has demonstrated, however, 
that unionism can be made “tolerable,” and 
it leaves open the possibility that unionism 
which will effectively assume responsibility 


for the efficiency and discipline of a work 


force may prove to be positively advan- 
tageous to both management and workers. 
At least the experiment merits study and 
for this purpose Mr. Wood's treatise may 
be recommended. It is at once exhaustive 

and free of preconception and bias. 

R. W. Stone, 

Professor of Industrial Relations, 

University of Chicago. 


Simplified Mathematics for Accountants 
and Executives. By Harris D. Grant. 
McGraw-Hill Book Co. New York, 
1931. 329 pages. 


The book is an arithmetical saga in that 
it traces each member of the figure family 
from its source and ties it in with the 
more complex problems as the volume pro- 
gresses. Starting with the simplest, most 
minute, definitions of arithmetical terms the 
writer carries one through problems on 
price making, inventory calculations, pro- 
gression, interest, annuities, bond values, 











64 


sinking «funds; depreciation, and all their 
corollaries. 

Perhaps the most interesting part of the 
work, and the part that business executives 
will find most useful, are the chapters on 
ammuities and bond values. Here the com- 
plexities of ordinary annuities, deferred an- 
nuities, installment notes bearing interest, 
sinking fund payments, and perpetuities, are 
made clear. The question of bond yields is 
thoroughly explained. The author pre- 
sents a yery interesting explanation of in- 
terest, both simple and compound, in all 
its ramifications and shows how these 
things can be calculated by short-cut routes 
that do not require any formulas. 

A chapter is devoted to showing how the 
average due-date of an account is deter- 
mined. While this is something profes- 
sional accountants are probably well aware 
of, there are many executives who will 
doubtless find this particular phase of the 
book most helpful. It is a common prob- 
lem in many business houses, and too often 
arbitrary means are employed in its solu- 
tion, rather than the exact methods which 
Mr. Grant points out. 

A complete explanation of Building and 
Loan Associations, how they function and 
how their loans, dues and interest are com- 
puted, is given. This is particularly help- 
ful because of the tremendous spread of 
this type of financial institution in recent 
years. 

The book has the real value of not mak- 
ing statements without explaining them. As 
a reference it is undoubtedly one of the 
most outstanding in many months. 

C. M. Watt, Chief Accountant, 
Retail Credit Company, Inc. 





Broadcast Advertising. By Frank A. 
Arnold. John Wiley & Sons, Inc., New 
York, 1931. 275 pages: $3.00. 

On the jacket of this book we read that 
“it deals with everything from the pio- 
neering days of radio to an interesting dis- 
cussion of its future. Obtaining radio cir- 
culation, planning programs and adapting 
them to subject and audience, reaching the 
audience, the advertising’ agency and 
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broadcasting, re-selling the broadcast pro- 
gram, broadcasting as an aid to distribu- 
tion, does broadcasting pay—these are 
only a few of the subjects discussed which 
make the book invaluable for advertising 
agencies, advertising departments of in- 
dustry, and staffs of broadcasting stations 
and organizations.” 

Mr. Arnold, we are told, isa lecturer 
on broadcast advertising at the College of 
the City of New York; he is a director of 
development of the National Broadcasting 
Company, Inc., and he was formerly sec- 
retary of the Frank Seaman Advertising 
Agency. All of which commands respect. 
But in his book he has simply pulled back 
the curtains from the radio picture a short 
way for the layman. Those in advertis- 
ing agencies and those in industrial com- 
panies, charged with responsibility for 
radio, will find little in the book they did 
not already know. 

The radio listener who wants to know 
something of the history of radio, how 
programs are planned and similar informa- 
tion, will find the book interesting enough. 
But the professional radio man will be 
disappointed. For example he will run 
across a sentence like this: 

“One of the most important factors in 
broadcasting is the matter of talent.” Of 
course one cannot disagree with that but 
isn’t that a rather good example of elab- 
orating on the obvious? 

Or the reader will learn: “No commis- 
sion has been paid on talent.” Of course 
that is not true. 

Mr. Arnold devotes 149 pages to a num- 
ber of subjects: and pages 153. to 275 to 
appendices. The appendices are interest- 
ing enough but very familiar to the pro- 
fessional. radio man. 


If Mr. Arnold is writing for the layman 


he has done:'a good job. If he is trying 
to add something to the knowledge of 
the professional radio man,.as the. jacket 
says, then. we are a little doubtful .about 
what: he has contributed. 
R. W. Grices, Advertising Manager, 
Standard Brands Incorporated. 
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